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GUYANA: KEY ECONOMIC INDICATORS 


Values in U.S.$ millions unless otherwise specified 
1978 1979 % Change 1980 (Proj. ) 


Exchange Rate: US$1.00 = 2.55 2.55 2.55 


INQOME, PRODUCTION, POPULATION 


QW at Current Prices 

GDP at Factor Cost 

Per Capita GNP, (Actual dollars) 
Public Investment 1/ 


Sugar (000 long toms) 


Bauxite (calcined)000 metric tons 


Rice (000 metric tos) 
Population (000) 


MONEY AND PRICES 


Money 
Savings and Time Deposits 


(end of year, 1970 = 100) 
BALANCE OF PAYMENTS AND TRADE 
Foreign Reserves 

Net Foreign Reserves 3/ 
Extemal Public Debt 4/ 
Annual Debt Service 
Balance on Current Account 
Balance of Trade 
Merchandise Exports (FOB) 
U.S. Share 

Merchandise Import (CIF) 
U.S. Share 
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y Includes investment of State Corporations 
/ Includes changes in inventory 


v, Includes banking system and Government special funds 
/ Does not include external debt of State Corporations guaranteed 
by the Government (Approximately$125 million in December 1979) 





Main Exports to the U.S. - (1979) 


Main Imports from the U.S. - (1979) 


Calcined bauxite - 165,525 metric tons (25.5 
million dollars), chemical and metallurgical grade 
bauxite - 439,047 metric tons (10.7 million 
dollars), sugar - 37,470 long tons (8 million 
dollars), molasses - 8,759,040 gallons (3 million 
dollars), frozen shrimps - 612,956 pounds 

(2.6 million dollars) 


Wheat - 98,595,382 pounds (8.9 million dollars), 
fabrics - 8,029,213 square yards (5.1 million 
dollars), excavating & boring machinery 4,040,200 
Ibs. (4.1 million dollars), caustic soda - 
70,103,415 pounds (3.2 million dollars) ,soya bean 
oil -579,721 gallons (2.8 million dollars),oil cake 
soya bean - 16,322,542 pounds (2.8 million dollars) 





SUMMARY 


The year 1979 was bleak for the Guyanese economy. The real 
growth rate was minus 3.7 percent. A combination of bad 
weather, strikes, shortages of spare parts, and other 
factors caused production of Guyana's principal exports-- 
bauxite, sugar, and rice-- to remain the same or decline in 
relation to 1978 levels. As these products are responsible 
for almost 90 percent of Guyana's export earnings, their 
poor performance and the spiralling cost of fuel imports caused 
a deficit in the current account of the balance of payments 
of 74.1 million dollars, which represented about 16 percent 
of Guyana's GDP. 


Faced with less revenue from exports than projected and poor 
performance of the state corporations (which along with the GOG 
control about 80 percent of total investment), thus yielding lower 
than projected tax and dividend contributions to the Treasury, 
the government had to increase its borrowing from internal 
sources to finance much of its 1979 investment program. As 

a result, the program had to be scaled down from original 
projections, which caused foreign aid disbursements to be 
lower than projected. A three-year Extended Fund Facility 
agreement with the IMF, negotiated during the first half of 
1979 and worth 80 million dollars, had to be suspended when 
Guyana could not meet the first set of targets in September 
1979. Negotiations on a new Extended Fund Facility agreement, 
started in late 1979 and continued during the first half of 
1980, are expected to be successful. Besides relying on tradi- 
tional bilateral and multilateral aid sources, the Guyanese 
government sought and received commitments for additional 
external assistance from nontraditional aid donors such as 
Iraq and Libya during early 1980. 


Due to restricted import and low domestic production levels as 
well as price controls, shortages of basic consumer items 
continued to occur during 1979 and 1980. However, the government 
has been removing price controls on some foodstuffs and has 
raised the controlled price on other products as well as on 
electricity and transport. These steps were taken in order to 
restore production incentives and to improve the performance 

of the state corporations. 


The government has recently indicated interest in attracting foreign 
investment, particularly in connection with an aluminum smelter 

to be constructed as part of the proposed 750-megawatt hydro- 
electric project on the Upper Mazaruni River in the interior of 
Guyana. However, the government has not yet published implementing 
regulations to the Foreign Investment Code, which was released 

in 1979. Its response to any investment will be determined on 

a Case-by-case basis. Because of the tight import restrictions 

and depressed economic conditions, commercial opportunities for 
U.S. firms will be largely tied to projects financed by USAID 

or by international financial institutions. 
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PART A - CURRENT ECONOMIC SITUATION AND TRENDS 


1979 - Dashed Hopes for Economic Growth 


Guyana's poor economic condition stems from both internal and 
external factors. During the boom in sugar prices in the mid 
1970's, the government initiated expenditures on various 
investment projects and on expensive social programs. With the 
severe fall in sugar prices in 1976 and with mounting costs for 
fuel imports (Guyana currently is dependent on imported oil 

for almost all of its energy consumption), Guyana suffered 
serious balance-of-payments problems (the current account deficit 
represented 33 percent of GDP in 1976 and nearly 25 percent of 
GDP in 1977). The level of net foreign assets became negative 

and Guyana had accumulated about 32 million dollars in commercial 
arrears by the end of 1977. 


With the IMF assistance and the imposition of harsh import 
controls and other measures to cut consumption, the GOG had 
succeeded in posting a small surplus in the trade account by 
1978 and reducing the current account deficit to 6 percent 

of GDP. While the net level of international reserves continued 
to remain negative, it had been reduced by nearly 20 million 
dollars from the end of 1977. Commercial arrears had also been 
reduced from 32 million dollars in 1977 to 22 million dollars Ly 
the end of 1978. However, as investment was mainly limited to 
projects supported by international financial institutions and 
bilateral aid donors, no real economic growth was registered in 
1978. 


The Guyanese government had hoped that, following the success of 
its efforts to reduce its balance-of-payments deficit in 1978, 
which resulted more from austerity measures than increases in 
production, the economy would register some growth during 1979. 
The government was looking for increased production of bauxite, 
sugar, and rice and increased external assistance. Based on its 
compliance with targets set by the IMF as part of a one-year 
standby agreement worth 18 million dollars reached in July 1978, 
the Guyanese government was able to negotiate a three-year 
Extended Fund Facility drawing from the IMF totalling 80 million 
dollars in July 1979. The program called for reduction of the 
level of commercial arrears, limits on the amount of borrowing 
by the central government and the state corporations from the 
domestic banking system, and increases in the net level of foreign 
reserves. However, because of developments to be explained below, 
Guyana could not meet the first quarter targets upon which an 
October 1 drawing was conditional, and the agreement was 
suspended. 





Economic performance during 1979 did not reach the expectations of 
the Guyanese government. Despite the establishment of ambitious 
targets, production of sugar, bauxite, and rice remained the same 
or decreased with respect to 1978 levels. This performance was 
caused by poor weather, shortage of machinery and spare parts, 
insufficient price incentives in the rice sector, and strikes. Of 
the latter, the most significant was the five-week bauxite strike 
in late July and August 1979, which dealt a major blow to any 
propsects for economic growth in 1979. The strike, which occurred 
because of worker dissatisfaction with management and a desire for 
increased wages, occurred at a time when demand for calcined 
bauxite was high in the industrial countries. The work stoppage 
was estimated to have cost Guyana almost 16 million dollars in 
lost revenues. 


Because of falling export receipts and the increasing cost of 
imported fuel (Guyana's oil bill increased by 35.3 percent in 1979 
over 1978), Guyana's gross foreign exchange reserves (those of the 
Bank of Guyana and the commercial banks) declined from 71.5 million 
to 39.5 million dollars and its net foreign exchange reserves 
declined by 48.5 million dollars from minus 23.0 million to minus 
71.5 million dollars by yearend 1979. The level of merchandise 
and service imports increased by 14.4 percent, while merchandise 
and service exports decreased by 2.0 percent in comparison with 
1978, leaving Guyana with a balance-of-payments current account 
deficit of 74.1 million dollars (equivalent to 16 percent of GDP). 
Finally, the level of commercial arrears increased by 4.8 million 
dollars from the end of 1978 to a level of almost 27 million 


dollars. Overall, the economy registered a minus 3.7 percent 
real growth rate of 1979. 


On the financial side, the lower than projected revenue performance 
of the state-owned sugar and bauxite industries as well as of the 
other state corporations (some of which suffered losses) and the 
resulting shortfall in their contributions to the central government 
caused it to increase the level of borrowing from the domestic 
banking system and the sales of government paper to finance much 

of the investment budget. Claims on the central government by the 
Bank of Guyana and the commercial banks increased by almost 

30 percent during 1979 as opposed to about 14 percent in 1978. 
Likewise, the state corporations resorted to borrowing to make up for 
revenue shortfalls in financing their capital expenditures. Their 
total of outstanding borrowing from the above financial institutions 
rose by 42 percent during 1979 as opposed to 3 percent in 1978. The 
insurance companies, which found that their returns on home mortgages 
were curtailed by the rate of interest act enacted by the 

government in late 1979, also made loans to some of the state 
corporations. 





Because of continuing import restrictions and delays, production 
shortfalls, and price controls, shortages of many consumer 

goods remained in effect during 1979. Although the government 
removed price controls on eggs and cabbage and increased prices 
on many controlled items, it placed a subsidy on flour towards 
the end of 1979. The oyerall urban cost of living index rose 

by 19.4 percent during 1979. 


1979 - Other Economic Developments 


Output in the fishing sector increased modestly over 1978 

levels while forestry production suffered a slight decline. 

Work continued on the construction of a glass factory. Also, 

in an effort to diversify Guyana's economic base, cultivation 

of legumes, corn, palm trees, and fresh water fish was undertaken 
by the state-owned sugar company while the state-owned pharma- 
ceutical company increased its cassava production, The state- 
controlled dairy corporation also increased its cattle stock. 


Because production leyels of Guyana's principal exports did not 
meet target levels in 1978, the government did not grant the 
promised increase in the minimum wage in 1979 and tied any 
future wage hikes to increased productivity. 


1980 - Developments in the First Half 


Stressing the need for increased production of sugar, bauxite, 

and rice, in order to improve economic performance, the 

government set ambitious targets at the beginning of the. year. 
Prime Minister Burnham paid a visit to Libya and Iraq in 

January in hopes of attracting additional economic assistance from 
some nontraditional donors and of strengthening political relations. 
Under the terms of the Protocol for Economic Cooperation signed 
between the two countries, Guyana agreed to sell Libya 5,000 tons 
of rice during 1980 while Libya agreed to furnish 10 million 
dollars in balance-of-payments assistance and sell an as yet 
undetermined amount of oil at a reduced price, which also has 

not yet been settled. Joint companies in the fields of agriculture 
and fisheries were to be established in Guyana by the two 
countries. Iraq promised to furnish 30 million dollars in develop- 
ment assistance. However, the slow pace of disbursement makes this 
aid of limited use in solving Guyana's immediate balance-of- 
payments and domestic financial problems. ; 





Guyana celebrated 10 years as a cooperative republic in 
February. For the occasion, several development projects 
were declared officially open, including a road to the Upper 
Demerara Forestry Project, the Demerara Fish Port complex 
outside of Georgetown, the AID financed plant to produce 

a weaning food, and the country's only textile mill. However, 
operational problems and insufficient raw material have 
precluded the latter from operating at capacity. 


The government presented an expansive budget in April 1980. 

It projected sharply increased export earnings on the basis 

of the present high world market prices for sugar and bauxite 
and on fulfillment of the targets. Hoping for improved 
performance by the state corporations, which would result 

in increased contributions to domestic revenues, the budget 
forecast less recourse to loans from the domestic banking 
sector than in 1979. Nonetheless, aid disbursements from a 
variety of-donors were projected to increase from 1979, helping 
to finance a vastly expanded investment program. Modest wage 
hikes for the public service, increased tax deductions, and 
slightly lower prices on some commodities announced in the 
budget presentation speech have been or are being implemented. 
However, these benefits were coupled with increased charges 
for various forms of transport and electricity, the imposition 
of an additional consumption tax on nonessential imports, 
increases in the controlled prices of several food items, and 
the removal of chicken from the list of price controlled items. 
To the disappointment of the labor unions, the government has 
again ruled out the increase in the minimum wage promised 

in 1979. 


While 1980 rice production to date has been encouraging, both 
sugar and bauxite production have fallen below their targets 
during the first part of the year. The Guyanese government was 
forced to reschedule a major portion of its commercial debt 
which would have fallen due in 1980 and 1981 - approximately 

28 million dollars - earlier this year. Official gross foreign 
exchange reserves fluctuated in the range of 20 million dollars, 
and official net foreign reserves were minus 90 million dollars 
at the end of June. Commercial arrears have edged up to about 
31 million dollars by the end of June; both importers and foreign 
companies operating in Guyana have reported lengthier delays 

in obtaining foreign exchange. 


The government has been negotiating with the IMF over the past 
six months for a new three-year Extended Fund Facility Agreement. 
At the time of writing (the end of June), the two sides are 
expected to reach agreement on the amount and terms of IMF 
assistance. 





The agreement will probably call for a large portion of the 
total assistance to be disbursed during the first year, 
conditional upon the Guyanese government's progress in 
reducing commercial arrears, increasing the country's 

foreign exchange levels, and achieving balance-of-payments 
equilibrium. The agreement with the IMF will enable Guyana 
to receive additional assistance by the Caribbean Development 
Facility, a group of aid donors formed two years ago at the 
initiative of the World Bank. 


Investment Program and Development Assistance 


Faced with a decline in gross public sector savings from the 
level reached in 1978, the Guyanese government had to reduce 
investment expenditures below the projected level for 1979. 
However, the actual expenditure levels increased by 28.9 percent 
over the 1978 austerity levels. For 1980, investment expenditures 
have been projected at 157.7 million dollars or approximately 

29 percent of this year's projected Gross National Product 

and 60 percent above 1979. A significant share will be devoted 
to agriculture - mainly for the Black Bush, Tapakuma, and 
Mahaica-Mahaicony-Abary (MMA) irrigation schemes as well as other 
land reclamation projects. The mining, manufacturing, and 
education sectors will also receive significant shares of the 
1980 investment budget. 


Faced with an oil bill that is estimated to total 29 percent 
of its estimated GNP for 1980, the Guyanese government has 


intensified its research into developing alternative energy 
sources. Ways to use charcoal, rice husks, and wood waste 

are being studied and in some cases implemented. For the longer 
term, the Guyanese government hopes to construct a 750-megawatt 
hydroelectric project to be located on the Upper Mazaruni River. 
Along with the dam and power generating stations, an aluminum 
smelter would be built to use the energy in excess of anticipated 
domestic consumption needs. The World Bank has determined that 
the project is technically feasible. The Bank has offered to 
consider financing a portion of the project and to assist Guyana 
to obtain funds from other possible donors. However, whether this 
project goes forward depends in large part on whether Guyana 

can find a foreign technical and equity partner for the aluminum 
smelter. 


USAID's assistance program has focused on meeting the basic human 
needs of the low-income groups - mainly the small farmer. In this 
effort, AID is financing improvements and expansion in the rice 
industry, including new mills, storage silos, and an export 
facility; technical assistance to increase rice production; a 
seed project to provide improved varieties of seeds for foodcrops 
to Guyanese farmers; a project to upgrade Guyana's agricultural 
planning work; an upgrading of the government's capacity to 
Maintain rural roads and the construction of several farm-to- 
market roads; and the architect and engineering design for the 
multi-donor Blackbush irrigation and drainage project. 
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In the health area, AID is financing a Rural Health Delivery 
Systems project to train sub-professional personnel (MEDEX) 
who will assume medical and public health responsibilities 
under the general supervision of doctors, a project to 
produce and distribute nutritious weaning foods made from 
indigenous materials; and a project to identify and treat 
persons with leprosy. There is also a project to finance 
management and technical training in the priority sectors 
of agriculture and development administration. USAID 

is exploring with the government a program to use local 
resources for energy production and a program to increase 
the economic contribution of the local private sector. 


Besides funding a share of the Tapakuma and the Black Bush 
irrigation projects, as well as a share of the Upper Demerara 
Forestry project, the World Bank has. also funded the construction 
and equipping of schools throughout Guyana. It is likely to 

reach an agreement with the Guyanese government concerning the 
establishment of an export fund to enable manufacturers who export 
to obtain foreign currency needed to import vital raw materials. 
This assistance would help strengthen the role of the private 
sector in the Guyanese economy. 


In addition to its financial contributions to the Black Bush 

and MMA projects, as well as to the Upper Demerara Forestry 
project, the IDB is assisting in the construction of food crop 
marketing centers and in the improvement of the country's 

health system, particularly the rural health system. The IDB 

is considering financing the acquisition of approximately 

10 trawlers for the state-owned fishing company and will fund 

a feasibility study for a proposed kaolin plant to be constructed 
by the state-owned Bauxite Industry Development Company (BIDCO). 
® 


The European Economic Community (EEC) program is helping to 
build several roads in the interior and is funding the power 
plant at the Upper Demerara Forestry Project. It also has given 
some money for a fish port and marketing center in Georgetown 
proper. Japan has financed the construction of the Demerara 
Fish Port complex, located outside of Georgetown, which includes 
a wharf, office facilities for the state-owned fishing company, 
and a processing plant. 


The Communist countries have also provided smaller amounts of 
assistance. The North Koreans are financing an irrigation scheme 
in the Western Berbice area while the East Germans are 

assisting with the erection of a mechanical repair workshop 

and the construction of an edible oil plant. Besides its 
assistance towards the construction of the textile mill mentioned 
earlier, the People's Republic of China plans to finance the 
construction of a hospital in New Amsterdam, Guyana's second 
largest city. 





 * 


Smaller technical assistance programs are being run by the 
United Nations Development Program, the FAO, and the Inter- 
American Institute for Agricultural Science. 


Sugar 


Sugar production during 1979 totalled 298,268 long tons, which 
was 8.2 percent below the 1978 production level of 324,000 

long tons. The shortfall was attributable to poor weather, 
shortage of spare parts, and sporadic work stoppages. 

Of the production total, 264,165 long tons were exported, 
earning Guyana 88.7 million U.S. dollars. The latter figure is 3.8 
perceat below the 1978 earnings level when 280,673 long tons 

of sugar were exported. In 1979, 150,670 long tons went to the 
United Kingdom under the EEC preferential arrangements with 
Latin American, African, and Pacific nations which were former 
colonies. For 1980, total production has been targeted to 

reach 335,000 long tons. However, the recently concluded 

first crop harvest totalled only 104,307 long tons, or 80 percent 
of its target of 130,000 long tons. Again, poor weather and 
sporadic work stoppages were to blame for the shortfall. 

Failing an extraordinary effort during the second harvest, 

which does not appear to be likely, the sugar crop will be 
somewhat below the overall 1980 target. 


Bauxite 


Bauxite production during 1979 presented a mixed picture. 
Calcined bauxite production was 578,000 metric tons, just 
below the 579,000 metric tons produced in 1978. Chemical and 
metallurgical grade bauxite production totalled 1,059,000 
metric tons, as compared with 973,000 metric tons in 1978. 
However, only 139,000 metric tons of alumina were produced in 
1979, as compared with 230,000 metric tons in 1978. While 

the production levels for metallurgical and chemical grade as 
well as for calcined bauxite improved or stayed about the 

same as those registered in 1978, they fell well short of the 
high target levels set by the Guyanese government. This was due 
in large part to one long strike affecting the entire bauxite 
industry in late July and August that lasted six weeks and cost 
the industry an estimated 15.7 million dollars in revenue from 
lost production. Total revenues from 1979 bauxite exports 

were 127.8 million dollars, which represented a slight drop 
from 1978. This is attributed to the rising world market 

price for bauxite because the tonnages of both calcined 

bauxite and alumina shipments were significantly below the levels 
registered in 1978. 


Declaring that the economic well-being of the nation depended 
upon being able to take advantage of the high prices offered 
for bauxite, the government set ambitious targets for 1980: 
800,000 metric tons of calcined bauxite, 900,000 metric tons 
of chemical and metallurgical grade bauxite, and 300,000 
metric tons of alumina. 
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Nonetheless, production during the first quarter of 1980 
remained under target levels, In addition to shortages of 
operating equipment, bauxite production in some of the mines 
has been hindered by the presence of 10 million cubic yards 

of overburden that must be removed. GUYMINE, the state-owned 
company that runs the mining operations, has recently signed 
a 25 million dollar contract with the Green Construction 
Company of Des Moines to remove the overburden. Work is likely 
to start by mid August and last about 18 months. The firm 
will bring down some heavy equipment, which should relieve 
some of the strain on existing machinery. It is hoped that the 
stripping operation will enable bauxite production to increase. 


Rice 


Rice production totalled 142,000 metric tons in 1979. This 

was way below the 1978 production level of 182,000 metric tons, 
mainly due to the fact that only 100,000 acres out of a possible 
250,000 acres were planted for the fall crop. This situation 

was caused by the insufficient price paid to farmers by the 
state-owned Guyana Rice Board for their paddy or rice and the 

lack of available machinery and spare parts. Adverse weather 

was also a contributing factor to the poor production level. 

Out of the total produced, 84,000 metric tons were exported, 
mainly to nearby Caribbean countries. Total earnings from rice 
were 31.7 million dollars, somewhat below the 37.6 million 

dollars realized in 1978. For 1980, 105,000 acres were planted 

for the spring crop, slightly above the usual 100,000 acres. 

Good weather has enabled the harvest to proceed smoothly and the 
final yield is expected to be 77,000 metric tons, 10 percent above, 
the target figure of 70,000 metric tons and 22.2 percent above the 
1979 first crop harvest of 63,000 metric tons. With the assistance 
of imported machinery from Brazil, Guyana hopes to achieve 

a 200,000 metric ton target in 1980. However, the realization 

of this goal depends on a successful autumn harvest. 


Guyana has developed new markets for its rice in the Middle 
East. It has contracted to sell 5,000 tons of rice to Libya 
during 1980, and Prime Minister Burnham has promised an 
additional 25,000 metric tons for Libya and Iraq. However, 
contracts for this latter sale have not been written yet. The 
government has also granted three price increases for rice since 
last October and has promised to grant another one if the autumn 
harvest goes well. 





Economic Forecast 


Prospects for a positive rate of real economic growth in 
Guyana during 1980 are not good, While revenues from sugar 
and bauxite exports will increase due to the current high 
world market prices for these commodities, they are not 

likely to reach the Guyanese government's projected levels because 
the production targets are not likely to be met. In addition, 
the escalating price for oil imports will cause further 
deterioration in Guyana's terms of trade, Despite Guyana!s 
success in attracting assistance from nontraditional donors 
such as Libya, Iraq, and the OPEC Special Fund as well as 
traditional donors; the possibility that Guyana could take 
advantage of Trinidad and Tobago's recently established oil 
assistance facility; and the probability of a large amount of 
assistance from the IMF, economic austerity will still be 
needed if Guyana is to restore its international and domestic 
financial situation to health, Many of the root causes of 
Guyana's poor economic performance (emigration of skilled 
personnel, weak electricity generating capacity, and a stagnant 
private sector), while being recognized and addressed by 
Guyanese government policies and aided by external assistance, 
will continue to retard growth for the foreseeable future, 


Part B - Implications for the United States 


Trade Trends 


During 1979, U.S. exports to Guyana totalled 80.6 million 
dollars and imports from Guyana totalled 49 million dollars. 

The United States was Guyana's leading import. source and 

second largest export market after the United Kingdom. As in the 
past, Guyanese imports from the United States mainly consisted 
of wheat, fabrics, heavy earthmoving equipment, caustic soda 

and other chemical products, soybean products and corn, 
Guyanese exports to the United States comprised bauxite,sugar, 
molasses, and shrimp. During 1979, Guyana supplied 7lpercent of the 
U.S. imports of calcined bauxite, which was somewhat lower 

than in past years. This situation was caused by increased 

U.S. demand coupled with stagnant Guyanese production, which 

led U.S. refractory manufacturers to seek other sources of 
supply. As Guyanese sugar has recently been designated eligible 
for GSP benefits (allowing it to enter the United States duty 
free), exports of the commodity should increase. 


Guyana has continued its efforts to diversify its trade. 
Arrangements have been made with East Germany and Romania for 

the supply of consumer goods, electrical equipment, pharmaceuticals, 
and some heavy machinery for the bauxite mines. Also, a line 

of credit negotiated with Brazil in 1979 was recently raised 

by 10 milliondollars to 15 million dollars. Agriculture equipment, 
bicycles, and Mercedes Benz bus engines and parts have and will 

be imported under this credit line. 
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As mentioned earlier, Guyana plans to supply rice to Libya 
and Iraq in return for oil. Despite these efforts to diversify 
its trade, Guyana's traditional trading partners, the United 
States and the United Kingdom,willcontinue to retain their 
share of the market because of their ability to make timely 
shipments and offer spare parts and servicing to their 
equipment. 


Guyana's total trade with its CARICOM partners has decreased by 
3.2 percent with respect to 1978. It continued to maintain a 
surplus with all of the countries except Trinidad and 

Tobago (upon which it is dependent on imported oil). This was 
caused in part because the other CARICOM countries buy 
Significant amounts of Guyanese fice, while Guyanese import 
restrictions and similarity of products have kept out CARICOM 
exports. 


Foreign Investment 


In the past, the government's approach to foreign investment 
had been conditioned by its socialist ideology. However, along 
with its recent statements about the need to strengthen the 
role of the private sector in the economy, the government has 
adopted a more pragmatic approach, particularly since it is 
anxious to attract investors for the potential aluminum smelter 
to be constructed as part of the Upper Mazaruni Hydroelectric 
project. An investment code was published in 1979 in order to 
define the role of the private investment (both domestic and 


foreign based) in the economy, which is recognized by the 
government to comprise the private, cooperative, and public 
sectors. 


The Code permits foreign investment in manufacturing activities 
(whether for the local market or for export), oil exploration 
and tourism (subject to arrangements worked out with the 
government), fishing, forestry, and mining (with the exception 
of bauxite mining and again subject to arrangements to be worked 
out with the government). Within these areas, foreign investment 
is permitted individually or in association with one or more 
Guyanese firms, whether state, cooperatively, or privately 
owned. However, if the foreign investor is a state-owned firm, 
then it is limited to participating with the state. If a foreign 
firm participates with a Guyanese firm of whatever ownership 
pattern, a license must be obtained from the Ministry of 
Finance. Approval for these ventures will be determined on a 
case-by-case basis considering the division of equity, the terms 
governing transfer of technology, management, marketing, and 
disbursement of dividends. While not setting any standards in 
these areas, the government's approval mechanism will function 
to insure that the interest of the local investor is protected. 
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If a foreign investor establishes a subsidiary, specific 
government approval is not required, but the company would 
have to be registered with the Registrar of Deeds of the 
Guyanese government. However, a company interested in this 
approach is strongly encouraged to discuss its plans with 

the Ministry of Economic Development or: the State Planning 
Commission in order to gain approval which would facilitate its 
establishment. While the Code does not give a guarantee that 
investments will be protected, whether licensed or registered, 
the Guyanese government's attitude is that foreign investment 
generally would not be nationalized as long as it operates 
within the government's development framework. 


According to the Code, foreign investment is generally prohibited 
in the following areas - mining and exploration of bauxite, 

power generation and distribution, public transportation, 
telecommunications, and retailing of -imports. In exceptional 
cases, foreign investors can participate with state-controlled 
firms in these areas. However, terms will be worked out in 
advance governing the change in relationships of the participants 
and the time frame for effecting such changes. 


The government has indicated that it would be reviewing existing 
legislation treating various aspects of foreign investment and 
consolidating it into an Investment Act, which would contain 
implementing regulations for the Code. It has not done this 

as yet. Therefore, the Code is a policy statement by the 

_ Guyanese government, describing the conditions under which 
private and foreign investment should operate, rather than 

a legal regulation. Separate laws exist covering various aspects 
of foreign investment, such as protection of trademarks and 
patents as well as corporate taxes. 


No legal regulations exist on technology transfer, payments for 
royalties or trademarks, or profit repatriation. The government 
examines each case involving a transfer of technology to insure 
that it is compatible with Guyana's development and is done at 
reasonable cost. Regarding payments for royalties and trademarks, 
as well as for profit repatriation, these are scrutinized by the 
Bank of Guyana which authorizes the remission of foreign 
exchange. Because of the country's shortage of foreign reserves, 
permission to remit foreign exchange for these purposes is 

often delayed, reflecting its secondary priority after paying 
for merchandise imports. 


An agreement between the United States and Guyana guaranteeing 
investments exists and forms the basis for OPIC insurance 
coverage for inconvertibility, expropriation, and war risks; 
many of the U.S. investments in Guyana have coverage. U.S. 
investments include a branch of the Chase Manhattan Bank, 

a flour mill which is a subsidiary of Seaboard Company, a shrimp 
operation owned by Sahlman Brothers, retail operations of 
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Esso, Shell and Texaco, a subsidiary of Colgate Palmolive,and 
participation by Seagull in an offshore oil. exploration 

lease. While not an investment, Pan American has a presence 

in Guyana due to its air service between New York and 
Georgetown. Also GUYMINE, the state-owned firm in charge 

of running the bauxite mines and factories, has recently signed 
contracts with Green Construction Company and Kaiser for 
various services necessary to increase bauxite and alumina 
production. 


Trading Arrangements 


Due to Guyana's shortage of foreign exchange, the issuance of 
import licenses has become extremely restricted and is done on 
a case-by-case basis. Imports have been classified by need, and 
the state corporations, grouped under the GUYSTAC (Guyana State 
Corporation) label, have responsibility for importing most of 
the items on the essential list. This list-includes some food 
products (powdered milk, cheese, wheat, vegetable oil, salt, 
and corn for stockfeed), medicines and drugs, toiletries and 
detergents, petroleum, light tubes, fertilizers, as well as 
agricultural and industrial chemicals. The state corporations 
with particular responsibilities in this area are Guyana 
National Trading Corporation (importers of agricultural 
fertilizers, chemicals, seeds, electrical light and wiring 
equipment, gardening and carpentry tools, and school books), Guyana 
Stores (importers of food, hardware items, automobile and 
bicycle spare parts, and clothing), Guyana Pharmaceutical 
Corporation, which imports bottles and caps, drugs, medicines, 
toiletries, and medical and hospital equipment, and Guyana 
National Engineering Corporation, which imports heavy earth- 
moving equipment, shipbuilding equipment, aluminum coil, and 
conveyors. 


Other corporations within the GUYSTAC group which purchase capital 
goods for their own needs are Guyana National Lithographic 
Corporation, Guyana Oil Company, Guyana Fisheries Limited, 
Guyana Electricity Corporation, Guyana Telecommunications 
Corporation, Guyana Timbers Limited, the Guyana Rice Board, 
Guyana Airways Corporation, Guyana Broadcasting Corporation, 
Guyana National Newspapers Limited, and Guyana Transport 
Corporation, which operates bus services in Georgetown, other 
major cities, and on the connecting roads. Inajidition, two 

state corporations outside of the GUYSTAC group, the Guyana 
Sugar Corporation and GUYMINE, the company responsible for 
operating the bauxite industry, import a wide variety of capital 
goods. 
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All locally produced products and imports are subject to 

a consumption tax, the rate of which depends on the article in 
question. The government recently imposed an additional 8 percent 
consumption tax for all imports except those which are price 
controlled (certain foodstuffs and consumer items) and those 
purchased by the state-run sugar and bauxite industries, 

Guyana Electricity Corporation, and the shipbuilding portion 

of Guyana National Engineering Corporation. The consumption 

tax is paid on the imports c.i.f. value and the duty (the 
latter is applicable to imports from nations who are not 
members of the Caribbean Common Market). The limited amount 

of foreign exchange has caused the payment of many import bills 
to be delayed. Payment is also regulated by a prior deposit 
scheme. Because of balance-of-payments problems and development 
priorities, import restrictions can be expected to continue 

for the indefinite future. 


Trade Opportunities 


Commercial opportunities for U.S. firms will be largely limited 
to projects funded by either U.S. development assistance or by 
loans from international financial institutions. Projects which 
are expected to generate sales opportunities in the near future 
are the Mahaica-Mahaicony-Abary and the Black Bush Irrigation 
and Drainage Projects, the Upper Demerara Forestry Project, 


and several USAID projects (see pages 8 and 9). Other commercial 
opportunities include a corrugated carton plant to be built 

by Guyana's state-run liquor corporation and a proposed kaolin 
plant to be constructed by the state-owned Bauxite Industry 
Development Corporation. In the longer term, if the Upper 
Mazaruni Hydroelectric project gets off the ground, sizeable 
commercial opportunities could exist for U.S. firms. 
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